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2572-S2. E AMS KEI' S AMSEI B 001

E2SHB 2572 - S AMD
By Senat or

ADOPTED AS AMENDED 03/ 01/ 2006

Strike everything after the enacting clause and insert the
fol | ow ng:

"NEW SECTION. Sec. 1. FINDINGS AND I NTENT. (1) The legislature
finds that many small enployers struggle with the cost of providing
enpl oyer - sponsored health insurance coverage to their enpl oyees, while
others are unable to offer enployer-sponsored health insurance due to
its high cost. Lowwage workers also struggle with the burden of
payi ng their share of the costs of enpl oyer-sponsored health insurance,
while others turn down their enployer's offer of coverage due to its
costs. A small enployer health insurance program that provides
subsi dies for enployers who want to purchase one type of insurance and
allows other enployers to choose nore kinds of |owcost insurance
products would help nore snall enpl oyers provide health insurance for
t heir enpl oyees.

(2) The legislature intends, through establishnment of a small
enpl oyer health insurance partnership program to renbve econonc
barriers to health insurance coverage for | ow wage enpl oyees of smal
enpl oyers by building on the private sector health benefit plan system
and encour agi ng enpl oyer and enpl oyee partici pation in
enpl oyer - sponsored health benefit plan coverage.

NEW SECTION. Sec. 2. DEFIN TIONS. The definitions in this
section apply throughout this chapter unless the context <clearly
requi res otherw se.

(1) "Adm nistrator” nmeans the adm ni strator of the Washington state
health care authority, established under chapter 41.05 RCW

(2) "Eligible enployee" nmeans an i ndividual who:

(a) I's aresident of the state of Washi ngton;

(b) Has famly incone |ess than two hundred percent of the federal
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poverty level, as determned annually by the federal departnent of
heal th and human services; and

(c) I's enployed by a snmall enpl oyer.

(3) "Health benefit plan" has the sanme neaning as defined in RCW
48.43.005 or any plan provided by a self-funded multiple enployer
wel fare arrangenent as defined in RCW48.125. 010 or by a self-insured
enpl oyer -sponsored health benefit arrangenent wunder the federa
enpl oyee retirenent inconme security act of 1974, as anended.

(4) "Program nmeans the small enployer health i nsurance partnership
program established in section 3 of this act.

(5 "Small enployer” has the sanme neaning as defined in RCW
48. 43. 005.

(6) "Subsidy" neans paynent or reinbursenent to an eligible
enpl oyee toward the purchase of a health benefit plan, and may i ncl ude
a net billing arrangenent with insurance carriers or a prospective or
retrospective paynent for health benefit plan prem uns.

NEW SECTI ON.  Sec. 3. SMALL EMPLOYER HEALTH | NSURANCE PARTNERSHI P
PROGRAM ESTABLI SHED. To the extent funding is appropriated in the
operating budget for this purpose, the snmall enpl oyer health insurance

partnership program is established. The admnistrator shall be
responsi ble for the inplenentation and operation of the small enpl oyer
heal th insurance partnership program directly or by contract. The

adm ni strator shall offer prem um subsidies to eligible enpl oyees under
section 5 of this act, subsidies to fund a health savings account under
section 4 of this act, or a business and occupation tax deduction under
section 6 of this act.

NEW SECTI ON.  Sec. 4. HEALTH SAVI NGS ACCOUNT SUBSI DI ES TO ELI d BLE
EMPLOYEES. (1) Beginning July 1, 2007, the adm ni strator shall accept
applications from eligi ble enployees, on behalf of thenselves, their
spouses, and their dependent children, to receive subsidies to fund a
heal th savings account through the small enployer health insurance
partnership program

(2) Health savings account subsidy paynents may be provided to
el igible enployees if:

(a) The eligible enployee is enployed by a small enpl oyer; and
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(b) The eligible enployee participates in an enployer sponsored
hi gh deducti ble health plan and health savi ngs account that confornms to
section 223, Part VII of subchapter B of chapter 1 of the internal
revenue code of 1986.

(3) The anmount of an eligible enployee's health savings account
subsidy shall be determined by the legislature in the biennial
oper ati ng budget .

(4) After an eligible individual has enrolled in the program the
program shall 1issue subsidies in an anount determ ned pursuant to
subsection (3) of this section to either the eligible enployee or to
the carrier designated by the eligible enployee.

(5 An eligible enployee nust agree to provide verification of
continued enrollnment in his or her small enployer's health benefit plan
on a sem annual basis or to notify the adm ni strator whenever his or
her enroll nment status changes, whichever is earlier. Verification or
notification nay be nade directly by the enployee, or through his or
her enpl oyer or the carrier providing the small enployer health benefit
pl an. \When necessary, the adm nistrator has the authority to perform
retrospective audits on health savings account subsidy accounts. The
adm ni strator may suspend or term nate an enpl oyee's participation in
t he program and seek repaynent of any subsidy anmounts paid due to the
om ssion or msrepresentation of an applicant or enrolled enployee.
The admnistrator shall adopt rules to define the appropriate
application of these sanctions and the processes to inplenent the
sanctions provided in this subsection, within avail abl e resources.

NEW SECTION. Sec. 5. PREM UM SUBSID ES TO ELId BLE EMPLOYEES.
(1) Beginning July 1, 2007, the adm nistrator shall accept applications
from eligible enployees, on behalf of thenselves, their spouses, and
their dependent children, to receive prem um subsidies through the
smal | enpl oyer health insurance partnership program

(2) Prem um subsidy paynments may be provided to eligible enployees
if:

(a) The eligible enployee is enployed by a small enpl oyer; and

(b) The small enployer will pay at least forty percent of the
mont hly prem um cost for health benefit plan coverage of the eligible
enpl oyee.
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(3) The ampunt of an eligible enployee's prem um subsidy shall be
determ ned by applying the sliding scale subsidy schedul e devel oped for
subsi di zed basic health plan enrollees under RCW 70.47.060 to the
enpl oyee's premumobligation for his or her enployer's health benefit
pl an. However, in no case shall the anmount of an eligible enployee's
nmont hl'y prem um subsi dy exceed the anmount he or she woul d have received
as a basic health plan enrollee.

(4) After an eligible individual has enrolled in the program the
program shall issue subsidies in an anount determ ned pursuant to
subsection (3) of this section to either the eligible enployee or to
the carrier designated by the eligible enployee.

(5 An eligible enployee nust agree to provide verification of
continued enrollnment in his or her small enployer's health benefit plan
on a sem annual basis or to notify the adm ni strator whenever his or
her enrol |l nent status changes, whichever is earlier. Verification or
notification may be made directly by the enployee, or through his or
her enpl oyer or the carrier providing the small enployer health benefit
pl an. \When necessary, the adm nistrator has the authority to perform
retrospective audits on prem um subsidy accounts. The adm ni strator
may suspend or term nate an enpl oyee's participation in the program and
seek repaynent of any subsidy anmounts paid due to the om ssion or
m srepresentation of an applicant or enrolled enployee. The
adm ni strator shall adopt rules to define the appropriate application
of these sanctions and the processes to inplenent the sanctions
provided in this subsection, within avail abl e resources.

NEW SECTION. Sec. 6. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) I'n conputing tax there may be deducted fromthe neasure of tax
the anobunt paid by snmall enployers to provide health care services for
its enployees. Paynents made by enployees are not eligible for
deduction under this subsection.

(2) For the purposes of this section, the followng definitions
appl y:

(a) "Small enployer"” has the neaning provided in RCW 48. 43. 005;

(b) "Health care services" neans a health benefit plan as defined
in RCW48.43. 005, contributions to health savings accounts as defined
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by the United States internal revenue service, or other health care
servi ces purchased by the small enployer for its enpl oyees.

NEW SECTION. Sec. 7. ENROLLMENT LIMTS TO REMAIN WTH N
APPROPRI ATl O\ Enrollment in the small enployer health insurance
partnership program is not an entitlenent and shall not result in
expendi tures that exceed the anount that has been appropriated for the
program in the operating budget. If it appears that continued
enrollment will result in expenditures exceeding the appropriated |evel
for a particular fiscal year, the admnistrator may freeze new
enrollment in the program and establish a waiting list of eligible
enpl oyees who shall receive subsidies only when sufficient funds are
avai |l abl e.

NEW SECTI ON. Sec. 8. COLLABORATION W TH COVMUNI TY ORGANI ZATI ONS.
In inplementing the small enployer health insurance partnership
program the adm nistrator shall work with organi zati ons awarded grants
through the community health care collaborative grant program
est abl i shed under Engrossed Second Substitute Senate Bill No. 6459, if
enacted. The admi nistrator may use funds appropriated for the smal
enpl oyer health insurance partnership program to enhance a grant
otherwi se awarded to a conmunity-based organization. The grant
enhancenent shall be used by the organization specifically to provide
a premumsubsidy to eligible enployees within the geographic region it
serves.

NEW SECTION. Sec. 9. RULES. The adm nistrator shall adopt all
rules necessary for the inplenentation and operation of the small
enpl oyer health insurance partnership program As part of the rule
devel opnent process, the admnistrator shall consult wth snal
enpl oyers, carriers, enployee organizations, and the office of the
i nsurance comm ssioner under Title 48 RCWto determ ne an effective and
efficient nmethod for the paynment of subsidies under this chapter,
i ncluding nethods for electronic funds transfers of the subsidy. All
rules shall be adopted in accordance with chapter 34.05 RCW

NEW SECTI ON. Sec. 10. REPORTS TO THE LEG SLATURE. The
adm ni strator shall report biennially to the relevant policy and fiscal
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commttees of the legislature on the effectiveness and efficiency of
the smal|l enployer health insurance partnership program including the
services and benefits covered under the purchased health benefit plans,
consuner satisfaction, and other program operational issues.

NEW SECTION. Sec. 11. STATE CH LDREN S HEALTH | NSURANCE
PROGRAM - FEDERAL WAI VER REQUEST. The departnent of social and health
services shall submt a request to the federal departnent of health and
human services by October 1, 2006, for a state children's health
i nsurance program section 1115 denonstration waiver. The wai ver
request shall seek authorization from the federal governnent to draw
down WAshington state's unspent state children's health insurance
program al l otnment to finance basic health plan coverage, as provided in
chapter 70.47 RCW for parents of children enrolled in nmedical
assistance or the state children's health insurance program The
wai ver also shall seek authorization from the federal governnent to
utilize the resulting state savings to finance expanded basic health
pl an enrol |l ment, or subsidies provided to | ow-wage workers through the
smal | enpl oyer heal th i nsurance partnership programestablished in this
chapter.

NEW SECTION. Sec. 12. The joint legislative audit and review
commttee shall conduct a program and fiscal review of the small
enpl oyer health insurance partnership programand report their findings
and recomendation to the appropriate comnmttees of the |egislature no
| ater than Novenber 2009. The review shall include an assessnent of at
| east the follow ng issues:

(1) The extent to which eligible enployees' enployers were
providing health insurance coverage prior to their entry into the
program and whether their enployer nodified their contribution to
health plan prem um costs or the scope of coverage provided prior to
the enpl oyee's entry into the program

(2) The extent to which eligible enployees are enployed by an
enpl oyer who began providing health insurance coverage to its enpl oyees
due at least in part to the availability of the program

(3) The average percentage and dollar amount of enployer
contributions to premuns for eligible enployees and dependents
participating in the program
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(4) The scope of cover ed benefits and the cost of
enpl oyer -sponsored health plans being subsidized through the program
and

(5) The amount of the state prem um subsidy per participating
enpl oyee and their dependents, in conparison to the cost that the state
woul d have incurred if the eligible enployees and their dependents were
enrolled in the basic health plan.

Sec. 13. RCW48.21.045 and 2004 ¢ 244 s 1 are each anmended to read
as follows:

(D((2)r)) An insurer offering any health benefit plan to a snall
enpl oyer, either directly or through an associati on or nenber-governed
group forned specifically for the purpose of purchasing health care,
may offer and actively market to the small enployer ((a&)) no nore than
one health benefit plan featuring a limted schedule of covered health

care services. (( Nothingi+nths—subsectton—shaltb—preclude—antnasurer

48212650 —48-21-306—48 213164821320
2r)) (a) The plan offered under this subsection may be offered

with a choice of cost-sharing arrangenents, and my, but is not
required to, conply with: RCWA48.21.130 through 48.21.240, 48.21.244
t hrough 48.21.280, 48.21.300 through 48.21.320, 48.43.045(1) except as
required in (b) of this subsection, 48.43.093, 48.43.115 through
48.43. 185, 48.43.515(5), or 48.42.100.

(b) I'n offering the plan under this subsection, the insurer nust
offer the small enployer the option of permtting every category of

Oficial Print - 7
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health care provider to provide health services or care for conditions
covered by the plan pursuant to RCW48.43.045(1).

(2) An insurer offering the plan under subsection (1) of this
section nust also offer and actively market to the snmall enployer at
| east one additional health benefit plan.

(3) Nothing in this section shall prohibit an insurer from
offering, or a purchaser from seeking, health benefit plans wth
benefits in excess of the health benefit plan offered under subsection
(1) of this section. Al fornms, policies, and contracts shall be
subm tted for approval to the conm ssioner, and the rates of any plan
offered under this section shall be reasonable in relation to the
benefits thereto.

((3))) (4) Premium rates for health benefit plans for small
enpl oyers as defined in this section shall be subject to the foll ow ng
provi si ons:

(a) The insurer shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comrunity rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age; and

(1v) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection may not
use age brackets smaller than five-year increnents, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The insurer shall be permtted to develop separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primry
payer. Both rates shall be subject to the requirenents of this
subsection ((£3)) (4).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns.
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(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the enrollnent of the small enployer;

(1i) Changes to the famly conposition of the enployee;

(1i1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(iv) Changes in governnent requirenents affecting the health
benefit pl an.

(g) Rating factors shall produce premuns for identical groups that
differ only by the anounts attributable to plan design, wth the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier

may develop its rates based on clains costs ((due—to—network—provider
rebrbursenent —schedules—or—type—of —network)) for a plan. Thi s

subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Except for small group health benefit plans that qualify as
i nsurance coverage conbined wwth a health savings account as defined by
the United States internal revenue service, adjusted conmunity rates

est abl i shed under this section shall pool the nedical experience of al

smal | groups purchasing coverage. However, annual rate adjustnents for
each small group health benefit plan may vary by up to plus or m nus
((feur)) eight percentage points from the overall adjustnment of a

carrier's entire small group pool((——4HH%+—eveF&LF—adyas%nea%—44+—be

of—submttal)) if certified by a nenber of the Anerican acadeny of
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actuaries, that: (i) The variation is a result of deductible |everage,
benefit design, clains cost trend for the plan, or provider network
characteristics; and (ii) for a rate renewal period, the projected
wei ghted average of all small group benefit plans will have a revenue
neutral effect on the carrier's snmall group pool. Vari ations of
greater than eight percentage points are subject to review by the
conm ssioner, and nust be approved or denied within thirty days of
submttal. A variation that is not denied within ((sby)) thirty days
shal| be deened approved. The conmm ssioner nust provide to the carrier
a detailed actuarial justification for any denial ((wthinr—thirty
days)) at the tinme of the denial.

((64)Y)) (5) Nothing in this section shall restrict the right of
enpl oyees to collectively bargain for insurance providing benefits in
excess of those provided herein.

((65))) (6)(a) Except as provided in this subsection, requirenents
used by an insurer in determning whether to provide coverage to a
smal | enployer shall be applied uniformy anong all small enployers
applying for coverage or receiving coverage fromthe carrier.

(b) An insurer shall not require a mninum participation |evel
greater than:

(i) One hundred percent of eligible enployees working for groups
wth three or | ess enpl oyees; and

(ii) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

(c) I'n applying m ninmum participation requirenents with respect to
a small enployer, a snmall enployer shall not consider enployees or
dependents who have simlar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) An insurer may not increase any requirenment for mninmm
enpl oyee participation or nodify any requirenent for m ni num enpl oyer
contribution applicable to a small enployer at any tine after the small
enpl oyer has been accepted for coverage.

((66))) (7)) An insurer nust offer coverage to all eligible
enpl oyees of a snmall enployer and their dependents. An insurer nay not
of fer coverage to only certain individuals or dependents in a small
enpl oyer group or to only part of the group. An insurer may not nodify
a health plan with respect to a small enployer or any eligible enployee
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or dependent, through riders, endorsenents or otherwise, to restrict or
excl ude coverage or benefits for specific diseases, nedical conditions,
or services otherw se covered by the plan.

((6H)) (8) As used in this section, "health benefit plan,"” "small
enpl oyer," "adjusted comrunity rate,"” and "wellness activities" nean
the same as defined in RCWA48. 43. 005.

Sec. 14. RCW48.44.023 and 2004 ¢ 244 s 7 are each anended to read
as follows:

(D((a)r)) A health care services contractor offering any health
benefit plan to a small enployer, either directly or through an
association or nenber-governed group forned specifically for the
pur pose of purchasing health care, may offer and actively market to the
smal |l enployer ((a&)) no nore than one health benefit plan featuring a

[imted schedule of covered health care services. ((Nothing in this
I . hall Lud : £ oring. ]

48444606

2r)) (a) The plan offered under this subsection may be offered
with a choice of cost-sharing arrangenents, and my, but is not
required to, conply wth: RCW 48.44.210, 48.44.212, 48.44.225,
48.44. 240 through 48.44.245, 48.44.290 through 48.44.340, 48.44. 344,
48.44. 360 through 48.44.380, 48.44.400, 48.44.420, 48.44.440 through
48.44. 460, 48.44.500, 48.43.045(1) except as required in (b) of this
subsection, 48.43.093, 48.43.115 through 48.43.185, 48.43.515(5), or
48. 42. 100.

(b) In offering the plan under this subsection, the health care
service contractor nust offer the snmall enployer the option of
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permtting every category of health care provider to provide health
services or care for conditions covered by the plan pursuant to RCW
48. 43.045(1).

(2) A health care service contractor offering the plan under
subsection (1) of this section nust also offer and actively market to
the snmall enployer at | east one additional health benefit plan.

(3) Nothing in this section shall prohibit a health care service
contractor fromoffering, or a purchaser from seeking, health benefit
plans with benefits in excess of the health benefit plan offered under
subsection (1) of this section. All forms, policies, and contracts
shall be submtted for approval to the conm ssioner, and the rates of
any plan offered under this section shall be reasonable in relation to
the benefits thereto.

((3))) (4) Premium rates for health benefit plans for small
enpl oyers as defined in this section shall be subject to the foll ow ng
provi si ons:

(a) The contractor shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comrunity rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age; and

(tv) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection may not
use age brackets smaller than five-year increnents, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The contractor shall be permtted to devel op separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primry
payer . Both rates shall be subject to the requirenents of this
subsection ((3)) (4).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns.
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(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the enrollnent of the small enployer;

(1i) Changes to the famly conposition of the enployee;

(1i1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(iv) Changes in governnent requirenents affecting the health
benefit pl an.

(g) Rating factors shall produce premuns for identical groups that
differ only by the anounts attributable to plan design, wth the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier

may develop its rates based on clains costs ((due—to—network—provider
rebrbursenent —schedules—or—type—of —network)) for a plan. Thi s

subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Except for small group health benefit plans that qualify as
i nsurance coverage conbined wwth a health savings account as defined by
the United States internal revenue service, adjusted conmunity rates

est abl i shed under this section shall pool the nedical experience of al

groups purchasing coverage. However, annual rate adjustnents for each
small group health benefit plan may vary by up to plus or mnus
((feur)) eight percentage points from the overall adjustnment of a

carrier's entire small group pool((——4HH%+—eveF&LF—adyas%nea%—44+—be

of—submttal)) if certified by a nenber of the Anerican acadeny of
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actuaries, that: (i) The variation is a result of deductible |everage,
benefit design, clains cost trend for the plan, or provider network
characteristics; and (ii) for a rate renewal period, the projected
wei ghted average of all small group benefit plans will have a revenue
neutral effect on the carrier's snmall group pool. Vari ations of
greater than eight percentage points are subject to review by the
conm ssioner, and nust be approved or denied within thirty days of
submttal. A variation that is not denied within ((sby)) thirty days
shal| be deened approved. The conmm ssioner nust provide to the carrier
a detailed actuarial justification for any denial ((wthinr—thirty
days)) at the tinme of the denial.

((64)Y)) (5) Nothing in this section shall restrict the right of
enpl oyees to collectively bargain for insurance providing benefits in
excess of those provided herein.

((65))) (6)(a) Except as provided in this subsection, requirenents
used by a contractor in determining whether to provide coverage to a
smal | enployer shall be applied uniformy anong all small enployers
applying for coverage or receiving coverage fromthe carrier.

(b) A contractor shall not require a mninum participation |eve
greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(ii) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

(c) I'n applying m ninmum participation requirenents with respect to
a small enployer, a snmall enployer shall not consider enployees or
dependents who have simlar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) A contractor may not increase any requirenent for m ninmm
enpl oyee participation or nodify any requirenent for m ninum enpl oyer
contribution applicable to a small enployer at any tine after the snmall
enpl oyer has been accepted for coverage.

((66))) (7)) A contractor nust offer coverage to all eligible
enpl oyees of a small enployer and their dependents. A contractor nmay
not offer coverage to only certain individuals or dependents in a snall
enpl oyer group or to only part of the group. A contractor may not
nodi fy a health plan with respect to a small enployer or any eligible
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enpl oyee or dependent, through riders, endorsenents or otherw se, to
restrict or exclude coverage or benefits for specific diseases, nedical
conditions, or services otherw se covered by the plan.

Sec. 15. RCW48.46.066 and 2004 ¢ 244 s 9 are each anended to read
as follows:

(D((2r)) A health maintenance organi zation offering any health
benefit plan to a small enployer, either directly or through an
association or nenber-governed group fornmed specifically for the
pur pose of purchasing health care, may offer and actively market to the
smal |l enployer ((a&)) no nore than one health benefit plan featuring a
[imted schedule of covered health care services. ((Nothing in this

: : hall Lud healtl . :

48.46. 520, and 48.46.530.
2r)) (a) The plan offered under this subsection may be offered

with a choice of cost-sharing arrangenents, and may, but is not
required to, conply with: RCWA48.46.250, 48.46.272 through 48. 46. 290,
48. 46. 320, 48. 46. 350, 48. 46. 375, 48. 46.440 through 48. 46. 460,
48.46.480, 48.46.490, 48.46.510, 48.46.520, 48.46.530, 48.46.565,
48.46. 570, 48.46.575, 48.43.045(1) except as required in (b) of this
subsection, 48.43.093, 48.43.115 through 48.43.185, 48.43.515(5), or
48. 42. 100.

(b) In offering the plan under this subsection, the health
mai nt enance organi zation nust offer the snmall enployer the option of
permtting every category of health care provider to provide health
services or care for conditions covered by the plan pursuant to RCW
48. 43.045(1).
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(2) A health nmaintenance organization offering the plan under
subsection (1) of this section nust also offer and actively market to
the small enployer at |east one additional health benefit plan.

(3) Nothing in this section shall prohibit a health mintenance
organi zation fromoffering, or a purchaser from seeking, health benefit
plans wth benefits in excess of the health benefit plan offered under
subsection (1) of this section. All forms, policies, and contracts
shall be submtted for approval to the conm ssioner, and the rates of
any plan offered under this section shall be reasonable in relation to
the benefits thereto.

((3))) (4) Premium rates for health benefit plans for small
enpl oyers as defined in this section shall be subject to the foll ow ng
provi si ons:

(a) The health maintenance organization shall develop its rates
based on an adjusted community rate and may only vary the adjusted
community rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age; and

(1v) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection nmay not
use age brackets smaller than five-year increnents, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The health nmaintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renents of this subsection ((£31)) (4).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns.

(f) The rate charged for a health benefit plan offered under this
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section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the enrollnent of the small enployer;

(1i) Changes to the famly conposition of the enployee;

(1i1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(iv) Changes in governnent requirenents affecting the health
benefit pl an.

(g) Rating factors shall produce premuns for identical groups that
differ only by the anounts attributable to plan design, wth the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier

may develop its rates based on clains costs ((due—to—network—provider
retbursenent —schedules—or—type—of—network)) for a plan. Thi s

subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Except for small group health benefit plans that qualify as
i nsurance coverage conbined with a health savings account as defined by
the United States internal revenue service, adjusted conmunity rates
est abl i shed under this section shall pool the nedical experience of al
groups purchasi ng coverage. However, annual rate adjustnents for each
small group health benefit plan nmay vary by up to plus or mnus
((feur)) eight percentage points from the overall adjustnment of a

carrier's entire small group pool((——4Hﬁ%+—evepakF—adyas%nea%—44+—be

of—submttal)) if certified by a nenber of the Anerican acadeny of

actuaries, that: (i) The variation is a result of deductible | everage,
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benefit design, clains cost trend for the plan, or provider network
characteristics; and (ii) for a rate renewal period, the projected
wei ghted average of all small group benefit plans will have a revenue
neutral effect on the health nmintenance organization's small group
pool. Variations of greater than eight percentage points are subject
to review by the conmm ssioner, and nust be approved or denied within
thirty days of submttal. A variation that is not denied wthin
((stxty)) thirty days shall be deened approved. The conm ssioner mnust
provide to the carrier a detailed actuarial justification for any
deni al ((wthiprthirtydays)) at the tinme of the denial.

((64))) (5) Nothing in this section shall restrict the right of
enpl oyees to collectively bargain for insurance providing benefits in
excess of those provided herein.

((65))) (6)(a) Except as provided in this subsection, requirenents
used by a health maintenance organization in determning whether to
provi de coverage to a small enployer shall be applied uniformy anong
all small enployers applying for coverage or receiving coverage from
the carrier.

(b) A health mai ntenance organi zation shall not require a m ni num
participation | evel greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(ii) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

(c) I'n applying m ninmum participation requirenents with respect to
a small enployer, a snmall enployer shall not consider enployees or
dependents who have simlar existing coverage in determ ning whether
t he applicable percentage of participation is net.

(d) A health mintenance organization may not increase any
requirenent for mninum enployee participation or nodify any
requi rement for mninum enployer contribution applicable to a small
enpl oyer at any tine after the small enployer has been accepted for
cover age.

((66))) (7) A health maintenance organi zati on nust offer coverage
to all eligible enployees of a snall enployer and their dependents. A
heal t h mai nt enance organi zati on may not offer coverage to only certain
i ndi viduals or dependents in a small enployer group or to only part of
the group. A health maintenance organization may not nodify a health
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plan with respect to a small enployer or any eligible enployee or
dependent, through riders, endorsenents or otherwise, to restrict or
excl ude coverage or benefits for specific diseases, nedical conditions,
or services otherw se covered by the plan.

NEW SECTI ON.  Sec. 16. Captions used in this act are not part of
the | aw

NEW SECTION. Sec. 17. Sections 1 through 5, 7 through 11, and 16
of this act constitute a new chapter in Title 70 RCW

NEW SECTI ON. Sec. 18. Section 6 of this act takes effect July 1,
2006. "

E2SHB 2572 - S AMD
By Senat or

ADOPTED AS AMENDED 03/ 01/ 2006

On page 1, line 2 of the title, after "program" strike the
remai nder of the title and insert "anmending RCW 48. 21. 045, 48. 44. 023,
and 48. 46.066; adding a new section to chapter 82.04 RCW adding a new
chapter to Title 70 RCW creating a new section; and providing an
effective date."
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